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I The wor ld 's lead ing internat ional 
bor rower in volume terms, the EIB is 
constantly present on capital markets 
across the g lobe. The blend of prag­
matism and flexibil ity characteristic of 
Bank bo r row ing pol icy serves two 
purposes: to tap funds at the f inest 
costs and to remain an active player 
on the d i f f e ren t market segments 
where the EIB funds its increasing 
resource requirements in the service 
of cap i ta l investment throughout the 
European Union. 
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In fact, EIB borrowings over the period 
1 9 9 1 - 1 9 9 5 t o p p e d the ECU 67.1 
bil l ion mark, virtually twice as much as 
over the p e r i o d 1 9 8 5 - 1 9 9 0 (ECU 
3 4 . 7 bil l ion). But it is diversity com­
bined with volume that has earned the 
EIB its front-ranking position: the EU's 
long-term financing institution operates 
in some twenty different currencies on 
a wide range of markets where it em­
ploys a variety of borrowing formulae 
and issuing techniques. In common 
with any other large-scale issuer and 
all the more so as a financial interme­
diary not motivated by profit in borrow­
ing in order to lend, the Bank tailors 
its hands-on approach to the con­
straints of the f inancial markets, while 
remaining vigilant to safeguarding the 
cachet ref lected in the "AAA" rat ing 
consistently accorded its issues. 
THE BANK'S OPERATIONS 
EXTEND WORLDWIDE 
Whi le the ElB's principal remit is to 
f inance capital projects furthering the 
b a l a n c e d deve lopmen t of the Euro­
pean Union, the Bank also contributes 
towards imp lement ing the Union's 
a id and deve lopment coope ra t i on 
policies in some 120 countries across 
the wor ld . The geograph ica l spread 
of its operations together with annual 
lend ing act iv i ty to ta l l i ng more than 
ECU 21 b i l l i on o b l i g e the Bank to 
operate in twenty or so different cur-
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rencies. In raising the corresponding 
resources, the EIB has to conduct its 
borrowing strategy without losing sight 
of a number of priorities: ensuring that 
it commands substantial l iquidi ty to 
cover o n g o i n g loan d isbursement 
requ i remen ts ; ma in ta in ing regu la r 
access to the f inancial markets without 
running the risk of having to mount 
future re f inanc ing opera t ions ; and 
minimising the cost of borrowings so 
as to be able to offer the most 
René Karsenti, 
EIB Director General of Finance 
attract ive lending rates possible, w i ­
thin a part icularly competit ive finan­
cial environment. 
Wi th the ElB's core lending activity 
focused on EU Member States, it fol­
lows that the majority of the Bank's 
r e s o u r c e ­ r a i s i n g o p e r a t i o n s a r e 
conducted in the fifteen currencies of 
the Union plus the ECU: these account 
for between 8 0 % and 8 5 % of total 
annual bor rowings . But the relat ive 
importance of these currencies is also 
due to the preference on the part of 
those borrowing from the Bank either 
for their nat ional currency or for that 
of another EU Member Country. Although 
the Deutsche Mark (DEM), Italian lire 
(ITL), pound sterling (GBP) and French 
franc (FRF) represent a substantial pro­
port ion of funds raised by the EIB, 
recent years have seen an increase 
in the share of currencies such as the 
Spanish peseta (ESP) or Portuguese 
escudo (PTE), mirroring the growth in 
lending activity and the development 
of the f i n a n c i a l markets in these 
countries. 
In addi t ion, the EIB has from the outset 
been a long­standing borrower of the 
p r inc ipa l non­Communi ty currencies, 
name ly the A m e r i c a n d o l l a r (USD) 
and the Japanese yen (JPY); it has 
also cultivated calls on relatively small­
er markets such as those for the Cana­
dian dol lar (CAD) and the Swiss franc 
(CHF). Indeed, these currencies could 
assume increasing impor tance within 
the ElB's portfol io of borrowings to the 
extent that they help to reduce costs 
through structured operat ions accom­
panied by swaps. At the end of 1995, 
the Board of Directors authorised the 
Bank to cont ract bo r row ings in non­
O E C D cu r renc ies , p rec ise ly w i th a 
view to enabl ing the EIB to extend its 
issuing activities to emerging markets 
outside Europe, such as those in South­
East Asia where, under this authorisa­
tion, the Bank concluded its first Hong 
Kong dol lar operat ion ­ for a sizeable 
amount ­ in early 199Ó. 
As a leading player committed to build­
ing the Europe of tomorrow, ever sin­
ce its foundat ion the EIB has sought 
act ively to foster development of the 
Member States' capi tal markets. The 
Bank's role is often a catalytic one in 
o p e n i n g new or r eopen ing inact ive 
markets. With in EU Member Countries, 
it has helped to broach or expand 
both the Euromarkets and domestic 
markets for the main European curren­
cies, has been the first to make calls 
on domestic markets reserved for non­
resident issuers, notably in the United 
K ingdom ( "Bu l l dog" market ) , Spa in 
( "Matador " market), Portugal ("Cara­
v e l a " or " N a v e g a d o r " market ) a n d 
Greece ("Marathon" market) and has 
launched operat ions in two of the Un­
ion's new Member Countries, i.e. on 
the Swedish krona (SEK) and Finnish 
markka (FIM) markets. At the same 
time, the EIB has also begun to chart 
new ground outside the Union with its 
approaches to the Hong Kong market 
and domest ic Japanese ("Samurai" ) 
market where it has arranged a retail­
targeted dual­currency issue. 
In ga rne r i ng as many currenc ies as 
these on an equal ly large number of 
markets, the EIB makes a point of spell­
ing out clear and coherent objectives 
such that its partners, banks and finan­
cial intermediaries, and investors are 
kept proper ly informed of the under­
ly ing strategy, thereby a l l o w i n g the 
Bank to p lace its issues on the finest 
terms as to maturity and cost. 
FROM BENCHMARKS TO 
STRUCTURED ISSUES 
The EIB has traditionally fol lowed a pol­
icy of diversifying the form of its calls 
on the market. As a long­term invest­
ment financing institution, the Bank still 
transacts most of its loans at f ixed rates 
and hence some 8 0 % to 9 0 % of its 
borrowings are raised on the same basis. 
Nevertheless, the EIB also offers new 
products des igned to a c c o m m o d a t e 
borrowers' changing requirements: the 
conventional fixed­rate loan and com­
plementary revisable­rate loan ­ the 
rate in this case appl ies to solely a 
fract ion of the durat ion of the loan ­
have been supplemented by the varia­
ble­rate loan and the convertible loan, 
a form of var iable­rate loan with the 
option of converting to fixed rate. Deriv­
atives have also taken off appreciably 
in recent years, espec ia l l y cur rency 
and interest­rate swaps, enabl ing the 
Bank both to schedule bo r row ings 
separa te l y f rom loan d isbursements 
and to increase its role as an interme­
diary and financial catalyst. 
Wi th a view to commanding a guaran­
teed stream of resources, the EIB floats 
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st ra ight benchmark issues on the 
major European markets as a comple-
ment to State borrowings on the latter. 
Strategically p laced and highly l iquid, 
most of these benchmarks comprise 
large amounts of paper issued, in keep-
ing with demand, on the domestic or 
international market at either fixed or 
var iable rates. They reflect the grow-
ing internationalisation of f inancial 
markets which has encouraged large 
borrowers to launch g loba l bond 
issues simultaneously in the United 
States, Europe and the As ian 
countries. 
This is not to say that the EIB has 
eschewed other forms of placement, 
given its need to enjoy access to the 
widest possible range of instruments 
permit t ing cost-effective resource-
raising. Structured issues are custom-
made for investors in terms of maturi-
ties, currencies or a combination of 
interest-rate structures. 
Instruments of this kind are exemplif ied 
by: zero-coupon bond issues denomi-
nated in PTE or ITL; step-up coupons 
in FRF or ESP; dual-rate issues (initial-
ly f i xed , then va r i ab le , rate) in ITL; 
dual-currency issues on which the in-
terest is paid in one currency (e.g. the 
yen) and the pr inc ipa l redeemed in 
another (USD or AUD); or even certifi-
cates whose issue and redemption pri-
ces are determined in relation to the 
SE share index on a specific market 
(i.e. for the Deutsche Mark, Germany's 
DAX index). Al l such structured issues 
are accompanied by currency a n d / o r 
The ElB's dealing room 
Breakdown by currency of resources raised 
(1991-1995) 
FIM 
interest-rate swaps making it possible 
for the EIB to draw readily on the net 
proceeds for f inancing its f ixed or 
variable-rate loan disbursements. 
MEDIUM-TERM NOTE 
PROGRAMMES 
In addi t ion, with the emphasis on the 
swiftness and eff ic iency of its opera-
tions - particularly those accompanied 
by swaps - the EIB has set up medium-
term note (MTN) programmes. Initial-
ly conceived for the United States in 
order to fund ear ly redemptions and 
to consolidate the Bank's footing on a 
market where it tended to make infre-
quent appea rances , M T N program-
mes have g rown in impor tance in 
recent years. 
They may take the form of program-
mes denominated in a single currency 
and earmarked for a specific market, 
be this domestic - BMTNs (negotiable 
medium-term notes) issued in France in 
March 1996 - or internat ional - ESP 
MTNs on the " M a t a d o r " market, Eu-
royen and Eurolira MTNs. But the EIB 
has also created programmes helping 
to establish a link between the domes-
tic and the international market by vir-
tue of its issues on either one (in IEP, 
for example) and has also launched 
highly flexible multi-currency Eurobond 
programmes. Al l these programmes 
ESP 
offer the advantage, as part of an over-
a l l p a c k a g e that can be d r a w n on 
over several years in accordance with 
pre-establ ished issue documentat ion, 
of f loat ing smaller or medium-sized 
issues with maximum operat ional effi-
c iency and on more attractive condi-
tions than is possible with larger issues. 
INNOVATIVE ISSUING 
TECHNIQUES 
As a large-scale borrower permanent-
ly present on the markets, the EIB is 
particularly interested in seeing that its 
issues per form successful ly from the 
outset and that it en joys con t inued 
scope for re turn ing to the markets. 
Consequently, the issuing techniques 
employed by the Bank on the different 
f inancial markets are attuned both to 
the nature of these markets and to 
investors' preferences. 
For large issues necessitating substan-
tial part icipation by the f inancial com-
munity, the EIB has adopted the price 
d iscovery system, whereby investors 
are informed, before the issue as such 
and before the final terms and condi-
tions are establ ished, of the maturity 
and yield likely to be offered in rela-
tion to comparable benchmarks. This 
system, used, in particular, by the Bank 
for borrowings denominated in DEM 
and GBP, helps to sound out investors 
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in advance as to their precise inten­
tions and to conclude operations on 
advantageous terms even when mar­
kets are temporar i ly reaching satura­
tion point. 
The EIB also has cont inued recourse 
to more conventional techniques such 
as competit ive b idding whereby banks 
are requested to tender for the terms 
on which they would be prepared to 
f l o a t an i ssue , the d u r a t i o n a n d 
amount of which have a l ready been 
n o t i f i e d to t h e m . This t e c h n i q u e , 
which serves to reduce costs levied by 
part icipat ing banks, makes it essential 
to read the market correct ly in terms 
of investors' intentions, fa i l ing which 
the attractiveness of the bid could be 
to the detriment of sound placement of 
the issuer's bonds. 
By remain ing in constant, ind iv idua l 
touch with the internat ional f inancial 
and b a n k i n g communi ty , the EIB is 
able to maintain an ongoing d ia logue 
with its partners in the banking wor ld 
as to the arrangement of its public 
issues and private placements. W h a t 
is more, the EIB has always preferred 
to have direct access to institutional 
investors and is set to bui ld on this 
a c c e s s in f u t u r e , p a r t i c u l a r l y by 
concluding and developing M T N pro­
grammes. Its " roadshow" brief ings in 
various key f inancial centres serve to 
emphasise the Bank's presence. 
INTEREST-RATE H E D G I N G : 
N E W STRATEGY 
As a f inancial intermediary which has 
to be able to meet its borrowers' require­
ments for currencies which cannot 
necessari ly be best ob ta ined on the 
markets, the EIB is obliged in its resource-
raising strategy to optimise consider­
at ions of cost-effectiveness, l iqu id i ty 
and product range. 
In the circumstances, recourse to cur­
rency a n d / o r interest-rate swaps is 
essential inasmuch as this enables the 
EIB to tailor its borrowings to loan 
disbursement needs by, for example, 
u n d e r t a k i n g s t r a i g h t or r e v e r s e 
f ixed/ f loa t ing interest-rate swaps in a 
particular currency or by using a cur­
rency in abundant supply on the mar­
ket as a means of obta in ing another 
currency for disbursement purposes. 
There has been a fourfold increase in 
these operations since the end of the 
1980s to today 's level of a not ional 
total of between ECU 3 and ECU 4 
b i l l i on . It goes w i thout say ing that 
swap operations have meant the intro­
duct ion of h ighly circumspect risk-
monitoring procedures. Rating-related 
limits have been set for each of the 
counterpart ies with which the Bank 
does business; where certain counter­
parties do not enjoy sufficiently high 
r a t i n g s , they have been o f f e r e d 
scope to provide equivalent collateral, 
and spec ia l - pu rpose veh ic les have 
been accepted as back-ups to swap 
operations with the EIB. 
Given volati le conditions on the main 
f inancia l markets, the Bank has also 
d e v e l o p e d a sys tem f o r h e d g i n g 
against interest-rate fluctuations, nota­
bly by concluding deferred-rate set­
t ing (DRS) cont racts wh i ch make it 
possible to rediscount the cost of a 
bo r row ing a l ready issued when dis­
bursing the net proceeds in loans. A 
similar mechanism has been adop ted 
within the EIB by constructing a port­
folio of bonds which are then resold in 
l ine w i th l oan d isbursement needs. 
Hedging operations are reinforced by 
c o r r e s p o n d i n g A L M (asse t / l i ab i l i t y 
management) measures geared to an 
a l l -embrac ing a p p r o a c h to hedg ing 
over the longer term. 
Finally, as regards target-related fund­
ing where the aim is to obtain resour­
ces at sub-LIBOR costs much lower 
than ihose that can be achieved by 
other issuers and varying according to 
the currencies and terms sought, the 
Bank launches issues which are swap­
ped for floating-rate funds themselves 
scheduled for subsequent reswapping 
to cater for the ElB's currency or inter­
est-rate requirements. This opportunis­
tic strategy enables the Bank to con­
struct operations without automatical ly 
making the corresponding funds imme­
d ia te l y a v a i l a b l e in loan d isburse­
ments but on a basis that still a l lows 
borrowers to benefit therefrom when­
ever they decide to d raw their loans 
down. 
In serv ing the interests of the Euro­
pean Union and suppor t ing projects 
giving tangible expression to its priori­
ty ob jec t i ves , the EIB has in recent 
years increasingly separated the sched­
uling of its borrowings from their dis­
bursement in loans. The Bank's func­
tion of intermediary or f inancial cata­
lyst has been consol idated by a strate­
gy consistent with the goals assigned 
to the Bank under the European trea­
ties. Those goals are to establish and 
build on the ElB's standing as a borrow­
er in keeping with the Banks role as 
the lending arm of the European Union 
entrusted wi th p romot ing the ba lan ­
ced and in tegra ted deve lopmen t of 
the Union. 
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Portugal's first decade 
in the European Union 
ι When it joined the European Union 
in 1 9 8 6 , Por tuga l was c o n f r o n t e d 
with the task of adjusting its economy 
to face the challenges posed by great­
er European integration (1). Compre­
hensive modern isa t ion of infrastruc­
ture and industry was required to in­
crease competitiveness and al low the 
country to take full advantage of the 
wider European market. In fact, ac­
cession to the EU had a dynamic 
effect on Portugal 's economy. The 
annual volume of EIB lending in Portugal 
increased f rom ECU 100 mi l l ion in 
1985 to ECU 1 2 3 2 million in 1995 . 
EU transfers combining grant aid from 
the U n i o n ' s S t r u c t u r a l Funds a n d 
loans from the European Investment 
Bank helped the country's advance 
on the road to industrial competitive­
ness and higher living standards. Dur­
ing this pe r i od Portugal p r o b a b l y 
benefi ted more from EU membership 
than most other countries with its GDP 
per cap i t a g r o w i n g f rom abou t 5 3 
per cent of the EU average to some 
6 7 per cent. 
C O M B I N A T I O N OF LOANS 
A N D GRANTS 
EIB loans are one of several sources of 
EU finance avai lable to Portugal and 
other assisted regions of the Union. 
Since the introduction of grant funding 
under the European Regional Develop­
ment Fund (ERDF) to promote regional 
development, with a view to achieving 
economic and social ba lance, the 
reg ions of the M e m b e r States have 
been subdivided according to their level 
of development or to "Objectives". The 
(1) The European Investment Bank provided its 
first loans for projects in Portugal in 1976, ten 
years before the country joined the European 
Union. During the so­called 'pre­accession' period 
ending in 1 985 the Bank lent a total of ECU 725 
million. 
main thrust of the funding is directed 
at "Objective 1 " areas, the least devel­
o p e d reg ions, wh i ch receive abou t 
three quarters of the ERDF funds. The 
whole of Portugal is el igible for assist­
ance from EU Structural Funds under 
Objec t ive 1 and from the Cohesion 
Fund. 
The Cohesion Fund was set up by the 
Maastr icht Treaty and provides grants 
to selected projects in the four coun­
t r ies w i t h l o w e s t G D P per capita 
(Greece, the island of Ireland, Portu­
gal and parts of Spain) in the environ­
mental sector (notably water supply 
and treatment) and transport infra­
structure, in par t icu lar those improv­
ing links with the rest of the Union. 
There is also a number of so­cal led 
" C o m m u n i t y I n i t i a t i ves " , i n v o l v i n g 
grant f inancing aimed at overcoming 
the problems of part icular economic 
sectors (such as textiles) or reconvert­
ing areas heavily dependent on eco­
nomic activities in decl ine. 
Finally, Portugal is a benef ic ia ry of 
the EEA Financial Mechanism, which 
provides grants and interest rebates 
funded by a number of EFTA States. It 
was set up when the European Econo­
mic Area (free t rade area between 
the EU and the EFTA countr ies wi th 
the except ion of Swi tzer land) was 
nego t ia ted and is m a n a g e d by the 
EIB on beha l f of the EEA countr ies 
and the European Union. 
Community assistance strives to com­
bine, in an appropriate way, assist­
ance in the form of grants and loans to 
maximise the economic stimulus of the 
resources deployed. That combination 
is determined through a close working 
partnership between the EU Commis­
sion and the EIB. 
Against this background, the construct­
ion of the second road bridge across 
the Tagus estuary, between Mont i jo on 
the south bank and Sacavém, close 
to the Lisbon's Expo ' 98 site, is a 
good example of EIB support in co­
operation with the Commission for one 
of the largest infrastructure projects 
currently under construction in Europe. 
The bridge is being built by a private 
consortium under a concession, which 
includes the right to operate both the 
o ld and the new br idges . EU funds 
have been used to achieve an equili­
brium to al low the concessionary a fair 
f i n a n c i a l re tu rn , keep the na t i ona l 
contribution to the capital cost to a mi­
nimum, and ensure suitable levels of 
service. As a result, approximately one 
third of the cost is be ing funded by 
grants from the Cohes ion Fund and 
another third in long­term loans from 
the EIB with the support of a group 
of leading national and international 
financial institutions. 
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Distribution of EIB lending in Portugal 
(1986-1995) by sector: 








EIB LENDING REACHES 
ECU 9 BILLION 
EIB loans for projects in Portugal 
dur ing the first d e c a d e of EU mem-
bership total led ECU 9 bi l l ion. These 
helped f inance projects costing some 
ECU 22 bil l ion, representing a consid-
erable propor t ion of total new capi tal 
investment in the coun t r y . Projects 
supported by the EIB in recent years 
amounted to some 2 0 % of gross f ixed 
capi ta l format ion in Portugal; near ly 
ha l f of t hem a l s o b e n e f i t e d f r o m 
g ran ts f rom the Un ion ' s S t ruc tu ra l 
Funds, from the Cohesion Fund (since 
1994) or from the Financial Mechanism 
of the European Economic Area 
(since 1994). 
A b o u t th ree q u a r t e r s of the funds 
(ECU 6 .4 b i l l i on ) were d e v o t e d to 
s t rengthening basic infrastructure 
essential for the development of the 
country. Top of the list was the finan-
cing of roads (ECU 2 bi l l ion to BRISA 
and Junta A u t ó n o m a de Estradas) , 
speci f ica l ly the motorways serving 
Lisbon a n d O p o r t o a n d p r o v i d i n g 
l inks w i th Spa in and the o ther EU 
countries, as well as nat ional and 
s e c o n d a r y r o a d s t h r o u g h o u t the 
country. The rail network 's mainlines 
were modernised with EIB loans, 
t o t a l l i n g n e a r l y ECU 4 0 0 m i l l i o n , 
go ing to CP and Nós Ferroviários de 
Lisboa e porto. 
Various loans also contr ibuted to the 
upgrad ing of por t and a i rpo r t instal-
lations (ECU 126 mil l ion), in part icu-
lar for improving links with the Azores 
and M a d e i r a as wel l as many other 
destinations in and outside the Euro-
pean Un ion . Funding was s imi la r ly 
prov ided for strengthening telecom-
munications networks throughout the 
country (ECU 818 mil l ion). 
In the energy sector, loans tota l l ing 
ECU 1.5 b i l l ion were g ran ted for a 
thermal power p lant at Sines (EDP) 
and hydroelectr ic plants in the north 
and centre of the country as wel l as 
for power transmission and distr ibu-
tion schemes. An EIB loan to Transgás 
for a connecting gasline from the Spanish 
border to Western Portugal is bring-
ing cleaner natural gas to house-
holds and industr ia l users in Lisbon 
and other urban areas. In add i t i on , 
the Bank is also f inanc ing the loca l 
gas d is t r ibut ion networks in cent ra l 
and southern Portugal. 
Financing industry and services (ECU 
2.5 b i l l i on ) is ano the r EIB p r io r i t y . 
Apar t from several large loans provi-
ded for investment in the automobile 
industry such as the Volkswagen/Ford 
plant at Setúbal , the development of 
the Somincor copper mine in the Alen-
tejo, and paper production plants oper-
ated by Soporcel and Inapa, a number 
of other private investors in Portugal 
were also f inanced, notably Sonae 
in the w o o d sector and the Amor im 
THE EIB AND THE NAVEGADOR MARKET 
One of the core objectives of the European Single Market was the 
progressive establishment of an area without internal frontiers, with freedom of 
movement of goods, services and capital. In line with these objectives, the EIB 
contributed to the development and internationalisation of the capital markets 
in the Member Countries. In this context, the Bank inaugurated the market for 
Escudo-denominated foreign bonds, the so-called 'Navegador' or 'Caravela' 
market, launching a first fixed-rate bond issue of PTE 5 billion in 1 988 . 
Between 1988 and the end of 1995 the Bank has been by far the largest 
issuer on the Navegador market, collecting PTE 357.5 billion. In March 1 994 , 
the EIB again played a pioneering role in launching the first floating-rate issue 
on the Navegador market using for the first time the LISBOR market index 
for its bonds. 
In 1 9 9 5 , the Bank raised the equ iva len t of ECU 1 b i l l ion in Escudo-
denominated bonds (eight per cent of total EIB borrowings). The largest issue 
to date was a PTE 5 0 billion operation launched by the EIB in November 
1995. 
However, a single financial market also entails increased competition among 
financial institutions. In this context, the specific characteristics of the EIB, as a 
Bank and EU institution, have made it a va luable partner for Portugal's 
financing institutions, notably in the study and evaluation of major projects, in 
the intermediation of EIB loans to small and medium-scale ventures, in the 
provision of guarantee facilities and in the lead management and syndication 
of EIB bond issues on the national and international capital markets. 
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group in the cork and hotel industries. 
EIB global loans (credit lines) totalling 
ECU 6 3 6 million to local banks helped 
finance some 2 2 0 0 small and medium-
sized enterprises (SMEs). This close 
partnership with the Portuguese finan-
c ing inst i tut ions a l l o w e d the EIB to 
reach SMEs throughout Portugal. This 
was one of several areas of coopera-
tion between the EIB and Portuguese 
financial institutions. The development 
of the f inancial sector culminating in 
Portugal's membership of the European 
Mone ta ry System in 1992 was, inci-
dently, a notable Portuguese achieve-
ment of the last decade. 
Any project in Portugal is el igible for 
EIB financing prima facie under the 
regional development objective, provi-
ded it is f inancially viable, technically 
sound and economically justified. As in 
the other Member Countries, many pro-
jects financed by the EIB in Portugal meet 
several Union policy objectives simulta-
neously. Other priority objectives inclu-
de energy saving and diversification of 
energy sources, industrial competitive-
ness (mainly through the funding of ad-
vanced technology) and the develop-
ment of small and medium-sized enter-
prises. The EIB is also playing a major 
role in the financing of efficient trans-
European networks (TENs) in the 
fields of transport, telecommunications 
and energy, which are vital for Euro-
pean integration. Of particular interest 
is the objective of environmental pro-
tection and improvement of the urban 
environment. 
EMPHASIS O N URBAN 
DEVELOPMENT 
In P o r t u g a l , the m a j o r p o p u l a t i o n 
concentration is to be found along the 
coastal strip. The outskirts of metropoli-
tan areas like Lisbon and Oporto have 
also grown, as people have moved from 
the city centres and the countryside. 
Almost a third of EIB financing in Portugal 
has so far been concentrated in the 
Lisbon area because of the rapid eco-
nomic development and expansion of 
the city. Here, the Bank financed in parti-
cular the extension of the metro, the 
construction of the second bridge over 
the Tagus, motorway bypasses and the 
development of an area upstream from 
the city where the Lisbon '98 Exhibition 
will be held. 
The largest single transport investment in 
the capital was that of the metro, with a 
cost estimated at about ECU 1.2 billion. 
Developing the metro was essential to 
contain and reduce road congestion. 
This is being achieved by breaking the 
previous single inverted Y shaped 
network into three distinct lines, able to 
handle greater volumes of traffic, and 
linking them with other types of public 
transportation such as buses, trains and 
ferries. This scheme has benefited from 
some ECU 6 0 0 million in EIB loans and 
attracted interest rebates under the EFTA 
Financial Mechanism. The ElB's share in 
to ta l f i nanc ing has been increased 
beyond the Bank's normal level of sup-
port, in line with the "Growth Initiative" 
dec ided by the Edinburgh European 
Council of Heads of State and Govern-
ment in December 1992. 
A railway line under the "25th Apr i l " , 
br idge, connecting Fogueteiro, in the 
Setúbal district and linking up with 
the circular railway line in Lisbon, a 
crucial complement to the new road 
br idge, is also being f inanced by the 
EIB. This new rail link (together with other 
improvements to the interface with the 
Lisbon metro) is essential for upgrading 
connect ions be tween the north and 
south of the Tagus and for reducing 
congestion on the " 2 5 t h Apr i l " road 
bridge, by diverting some of the road 
traffic to rail. 
The largest ElB-financed road schemes 
in Lisbon were the inner and outer ring-
roads and a north-south link between 
the second ring and the viaduct giving 
access to the bridge. 
EIB loans also helped finance improve-
ments to the Lisbon-Sintra rai lway and 
the sewage treatment facilities a long 
the coast west of Lisbon. 
Several loans were granted for the 
modernisation and extension of the tele-
phone network under an impressive 
investment programme carried out by 
Portugal Telecom. 
The EIB has thus c o n t r i b u t e d a 
substantial part of the funding for 
var ious large infrastructure projects 
being undertaken at present in the Lisbon 
area. The improvement of living conditions 
in the capital should become increasingly 
evident as more and more of these 
infrastructure works are completed. 
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Similarly, many EIB loans helped fund 
telephone, road and rai lway schemes 
in and around the city of Opor to . 
An example of EIB financing in the envi­
ronmental sector is the mult i­purpose 
water collection and supply scheme to 
secure water supplies in the eastern 
Algarve. The project is being underta­
ken by the Instituto Nacional da Água 
and includes construction of a dam on 
the River Odeleite. 
EIB LENDING IN THE AZORES 
A N D MADEIRA 
To develop basic infrastructure on the 
Azores in the mid­Atlantic, the EIB 
helped improve electricity generat ion 
and distribution. It also f inanced the 
development of a i rports (Flores, São 
Miguel), roads, harbours (Terceira) and 
tourist facilities, as well as the acquisi­
t ion of a i r c r a f t for f l i gh ts b e t w e e n 
islands in the groups. 
In Made i ra , the Bank helped f inance 
extensions to the port and a i rpor t at 
Funchal, an access road to the air­
port, development of the power supply 
g r i d , a sewage co l lec t ion, t reatment 
and offshore d isposal scheme and 
te lephone connections with mainland 
Portugal and Afr ica. In addi t ion, in 
response to regional problems caused 
by natural disasters, the EIB contributed 
to reconstruct ion in M a d e i r a , after 
the cyclone of October 1993. 
Portugal as a whole is striving to catch 
up with its EU partners by strengthening 
the manufacturing and service sectors 
to equal those of other Member States. 
In partnership with Portuguese financial 
institutions and public and private inves­
tors, the EIB is playing an important role 
as a prov ider of long­term funds for 
high­pr ior i ty infrastructure investment 
and business schemes. The EIB is com­
mitted to help achieve the goals set by 
Portugal's regional development plan in 
the remaining years of the century and 
beyond. 
The EIB presents ... 





led 'Financing European Integration' and 
explaining the role and activities of the 
EIB is now available in English, French, 
German, Italian and Spanish. 
The film describes the ElB's dual role 
as a bank and an EU institution and 
outl ines the Bank's dec is ion­making, 
by the Board of Governors, Board of 
Directors and Managemen t Commit­
tee, for raising funds on the cap i ta l 
markets and financing projects apprais­
ed by the staff of the Bank. 
Television stations, Chambers of Commerce, 
Infocenters, professional associations 
and universities will find the film a valuable 
support for explaining and understanding 
the work of the EU's financing institution. 
VHS PAL copies (BVU for TV stations} may 
be obtained free of charge by contacting 
Ms Pernille Sørensen, EIB, 100 Bd Konrad 
Adenauer, 1­2950 Luxembourg, Tel. 
4379­3141 Fax 4379­3189. 
GUIDE TO TENDERING FOR 
CONTRACTS 
This "Guide to tendering for contracts" for 
projects financed by the EIB is designed to 
provide promoters, and their suppliers, with 
information on the procedures attaching to 
EIB financing with regard to tendering and 
briefing of potential bidders as well as 
compliance with Community legislation. 
The publication (8 pages) does not go into 
the details of specific cases or projects, but 
is intended rather to serve as a general 
g u i d e . Further i n fo rmat ion can be 
obtained by contacting the EIB. 
The publication is available in the different 
languages of the Union. 
A CITIZEN'S GUIDE TO THE INSTITU­
TIONS OF THE EUROPEAN U N I O N 
"Serving the European Union" is a joint pub­
lication by the Union's institutions explain­
ing their respective roles in the inter­institu­
tional set­up and their working together. 
The booklet (32 pages) has not been writ­
ten for those with a deep knowledge of 
how the European Union works; it is for 
the citizen in need of a helpful guide. 
The publication is available in the eleven 
languages of the Union. It can be obtain­
ed from all EU institutions and at the EIB 
free of charge. 
Both publications can be ordered from 
the Information and Communications 
Department, Information Desk, 100, 
Boulevard Konrad Adenauer, L­2950 
Luxembourg, Fax 4379­3189. ■ 
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EIB lending for the urban environment 
Protection of the environment and 
improvement of the quality of life in 
densely populated urban areas where 
two out of every three Europeans live 
and work, is a major challenge to the 
European Union and a topic of great 
public concern. The European Investment 
Bank, committed to the Union's policy 
objective of safeguarding the environ-
ment, supports the improvement of the 
urban environment and the quality of life 
of European citizens through the finan-
cing of urban transport, urban renewal 
and waste management projects. The 
Bank centres its lending activity on infra-
structure where, among other things, the 
objective is to promote sustainable urban 
structures through appropriate investment 
in public transport and other schemes 
reducing traffic congestion and associa-
ted pollution. Between 1991 and 1995 
the Bank advanced over ECU 7 billion 
for the urban environment. 
THE ElB'S ENVIRONMENTAL 
LENDING 
The two key components of the ElB's 
environmental policy are its financing of 
investment projects specifically oriented 
towards protecting and improving the 
environment and the quality of life and 
the systematic screening of the environ-
mental impact of all investment projects 
submitted to it for funding. Over the past 
five years (1991-1995), some ECU 22 
billion have been provided for environ-
mental projects encompassing a broad 
spectrum of operat ions ranging from 
schemes improving the quality of drink-
ing and bathing water, including vast 
river systems, wastewater collection and 
t rea tmen t w o r k s , of w h i c h many 
involving municipal sewerage and sewage 
treatment, treatment of effluent from industrial 
plants, equipment designed to reduce at-
mospheric pollution from coal-fired pow-
er stations, incineration plants, refineries 
and industrial factories, solid waste 
collection and processing, reforestation 
projects, schemes combating soil erosion 
and f looding to urban environment 
projects. 
Small or medium-scale environmental 
ventures promoted by local authorities or 
private enterprises are financed through 
global loans. These loans are similar to 
temporary lines of credit opened with 
other banks or f inancia l institutions 
operat ing at European, nat ional or 
regional level. 
As for other European Union objectives, 
the majority of loans goes to investment 
located in the assisted areas, eligible for 
funding from the European Union's Struc-
tural Funds and Cohesion Fund. Outside 
the European Union, where the EIB oper-
ates within the framework of the Union's 
co-operation policy, most of its lending is 
in water catchment, treatment and supply. 
URBAN TRANSPORT 
The continuing growth in road traffic flows 
is one of the most urgent urban problems. 
Sustainable mobility, reconciling the need 
for mobility and protection of the environ-
ment as well as a high level of safety, is a 
priority on the Union's political agenda 
and a key area in the ElB's environmental 
lending activity. To alleviate the negative 
impact of traffic congestion and noxious 
emissions, the Bank finances well-conceiv-
ed public transport schemes and road 
works, such as construction of by-passes, 
ring-roads, bridges, tunnels and car parks. 
Public t ranspor t investment inc ludes 
conventional underground rail lines, inno-
vative light rail networks, tram lines and 
bus systems. EIB financing has supported 
many major urban transport schemes 
throughout the Union, including under-
ground rail lines, light rail networks, tram 
lines and bus systems in Athens, Lisbon ( 1 ), 
London, Madr id , Manchester, Naples, 
Nantes, Rome, Sheffield, St. Etienne, Stras-
bourg, Stuttgart, Toulouse and Valencia as 
well as schemes to develop roads, brid-
ges, tunnels, car parks and by-passes in 
Amsterdam, Athens, Barcelona, Bor-
deaux, Copenhagen, Dublin, Düsseldorf, 
Helsinki, Innsbruck, Marseilles and Lyons. 
The largest share of EIB funding for urban 
transport is in light rail and underground 
schemes as the Bank wishes to support the 
traffic, environmental and urban regenera-
tion benefits generally associated with rail 
traffic. 
A N INTEGRATED APPROACH 
The EIB pays special attention to ensuring 
that individual urban transport schemes 
form part of an integrated transport plan 
or a comprehensive strategy to enhance 
the quality of urban life for the city or 
conurbation as a whole. This urban policy 
can be part of a regional policy plan. In-
dividual projects seek to foster an effect-
ive integration of public transport systems 
and suitable connections between public 
and private modes as well as of long 
and short distance movements of traffic. 
On the other hand, long distance net-
|1] See also the article "Portugal's first decade in 
the European Union", page 5. 
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works, in particular the Trans-European 
Networks (TENs), should be linked into 
local systems. 
Sometimes transportat ion projects are 
a c c o m p a n i e d by amen i t y - improv ing 
operat ions such as pedestr ian isat ion 
schemes and the provision or remodel-
ling of public open spaces. Accompa-
nying measures such as suitably located 
park and ride facilities and traffic mana-
gement policies are in most cases part 
of the p lann ing b a c k g r o u n d , even if 
they are not direct ly f inanced by the 
Bank. 
U r b a n t r a n s p o r t f u n d i n g may a l so 
contribute to cultural and architectural 
heritage protection objectives. The EIB 
has f inanced schemes helping the 
renewal of urban centres of historical 
interest in B a r c e l o n a , Dub l in and 
many cities in Italy, for instance Bologna, 
Ferrara, Florence, Savona and Trento. 
URBAN WASTE A N D 
OTHER PROJECTS 
EIB lend ing for urban waste proces-
sing projects inc ludes the co l lec t ion 
and treatment of household and indus-
tr ial waste and the disposal of toxic 
waste. The Bank's operations over the 
years 1991-1995 encompassed sewer-
age and was tewa te r co l l ec t ion and 
disposal facilities in a range of cities in 
Eastern Germany, Greece, Spain and 
Italy and many others in Amsterdam 
(The Netherlands), Copenhagen, Aar-
hus, Grindsted, and Odense (Denmark), 
and Belfort, Lyons and Nancy (France). 
Household and similar waste incin-
erat ion plants, often combin ing heat 
and power, were for instance finan-
ced in Alkmaar, Beuningen and Klun-
dert (The Netherlands), Antwerp (Bel-
g ium), Nantes and Cergy-Pontoise 
(France), in Madr id and on the Island 
of Mal lorca (Spain), in Aarhus (Den-
mark) and Nor th -Rh ine W e s t p h a l i a 
(Germany). 
Other urban development schemes 
funded by the EIB are industrial restruc-
turing programmes designed to transfer 
factories and industries to out-of-town 
sites as for instance in Spain and Italy. 
PROJECT APPRAISAL 
The procedure to appraise urban invest-
ment projects is no different from the nor-
mal in-depth appraisal executed by the 
EIB. A multi-disciplinary team of econo-
mists, engineers and f inancial experts 
examines the economic, f inancial, envi-
ronmental and other technical aspects of 
the project. An environmental impact 
assessment is always part of the appraisal 
procedure. A main feature in the Bank's 
appra isa l of urban projects centres 
on judging whether the project is inser-
ted into a coherent urban development 
strategy. This can be a complex opera-
tion since traffic management program-
mes often consist of sets of measures 
a imed at f inding a ba lance between 
conflicting objectives. There may be, for 
instance, confl ict ing interests between 
protecting the historical centre from 
negative impacts of traffic and exploiting 
its economic and commercial potential 
as a pole of attraction to visitors and a 
suitable location for modern urban activi-
ties. In assessing the technical, financial 
and economic viability of the project as 
such, EIB staff may also face particular 
problems. The impacts of traffic manage-
ment measures, such as time savings or 
changes in modal choices, and their finan-
cial and economic implications may be 
difficult to trace and quantify precisely. 
LINKS WITH OTHER EU INITIATIVES 
The EIB works closely with the European 
Commission to co-ordinate their respective 
actions supporting environmental projects 
with the aim of achieving an optimum mix 
of EIB loans and grants from the Euro-
pean Union's Structural Funds and Cohe-
sion Fund. The "Objective 2" regions of 
the European Regional Development 
Fund (ERDF), i.e. those affected by indus-
trial decline, in particular include many 
urban areas. 
A key instrument of urban environmental 
policy within the framework of the ERDF 
is the "URBAN Ini t iat ive", one of the 
Urban transport within the European 
Union from 1991 to 1995 















other means of 
public transport 
"Community Initiatives" launched by the 
European Commiss ion for the years 
1994-1999 to overcome the specific 
problems of certain economic sectors or 
areas in industrial decline. The "URBAN 
Initiative", focusing on underpr iv i l iged 
neighbourhoods in medium and large 
cities, provides ECU 4 0 0 million in grants 
for "Objective 1 " regions, i.e. the less 
d e v e l o p e d r e g i o n s , a n d ECU 2 0 0 
mill ion for "Object ive 2" areas. These 
grants are complementary to the main-
stream of ERDF funds under the heading 
of "Community Support Framework" 
f inancing, i.e. grants provided on the 
basis of national or regional develop-
ment plans, along with EIB loans as, for 
instance, for the Lyons urban renewal 
programme. 
The EIB assists the Union's Cohesion 
Fund-providing grant aid for environmental 
and transport infrastructure investment in 
the four countries with the lowest GDP 
per capita, Greece, Spain, Ireland and 
Portugal-in identifying and assessing pro-
jects. The Bank also finances projects 
receiving grant aid and interest rebates 
from the EEA Financial Mechanism fund-
ed by the EFTA countries (2). Urban 
rehabilitation is one of the areas eligible 
for f inancing from the EEA Financial 
Mechanism; the extension of the Lisbon 
metro is being partly financed under the 
Financial Mechan ism, as wel l as the 
modernisation of rolling stock and infra-
structure for suburban railway systems in 
Spain's nine largest cities. 
(2) See also EIB Information N° 84, pages 10 
and 1 1. 
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METAP: helping to preserve and manage a 
shared resource in the Mediterranean 
I Twenty-two countries on three conti-
nents share an immense cultural and 
natural heritage in the Mediterranean 
basin. Despite the political, economic 
and social diversity of these peoples, 
they have a strong reg ional identi ty 
bui l t on centur ies of commerce and 
communicat ion. The Med i te r ranean 
environment has always been close to 
the centre of European history, as the 
local populations took advantage of the 
sea's coastal and marine resources. 
Today the Medi ter ranean region is 
facing a new set of environmental chal-
lenges, as countries on the southern 
and eastern shores have moved rapidly 
over the past few decades from agricul-
tural to industr ial economies At the 
same time, populations are growing 
rapidly and urban migration has intensi-
fied. These trends are having an immen-
se impact on the shared environment of 
the Mediterranean. The scarcity of natu-
ral resources, particularly arable land 
and fresh water, in the region, coupled 
with inadequate environmental mana-
gement, have led to increasing econo-
mic and public health costs. 
Work ing in partnership, the European 
Investment Bank and the Wor ld Bank in 
the late 1980s co-ordinated internation-
al support to address the degradation 
of the Medi terranean region's natural 
resources and cultural heritage, particu-
larly of the sea which is considered to 
be one of the region's most valuable 
assets. Of equal concern was the alarm-
ing increase in water scarcity in the sou-
thern and eastern Mediterranean re-
gion, and the increasing burden of in-
adequate environmental services in the 
region's rapidly growing urban areas. 
In their report, the "Environmental Pro-
gram for the Medi terranean", the EIB 
and the Wor ld Bank drew attention to 
the urgent need to stop pollution and 
set out a strategy to build the necessary 
environmental institutions and to facili-
tate investment through the establish-
ment of the Mediterranean Environmen-
tal Technical Assistance Program 
(METAP). METAP built on several legal 
tal s i tuat ion in the M e d i t e r r a n e a n . 
METAP II (1992-1995) translated the 
general object ive of c leaning up the 
M e d i t e r r a n e a n into p rac t i ca l steps, 
mainly through building up appropriate 
instruments and declarat ions at Euro-
pean Union, United Nations and Medi-
terranean levels, reflected in the Blue 
Plan, a component of the Mediterranean 
Action Plan (MAP). 
A COMPREHENSIVE APPROACH 
METAP, launched in 1990 to help halt 
and reverse the environmental degrada-
tion of the Medi ter ranean basin, has 
brought together four key donors: the 
European Investment Bank, the Wor ld 
Bank, the European Commission (EC) 
and the United Nations Development 
Programme (UNDP). Its objectives are to 
assist, at a national and regional level, 
countries with a Mediterranean coast-
line to find solutions to common environ-
mental problems by developing policy 
options and mobilising grant resources. 
METAP has followed a three-phased ap-
proach: METAP I (1990-1992) concen-
trated on taking stock of the environmen-
institutional frameworks and preparing 
feasibility studies for investment projects. 
M ETAPIN will carry these objectives further, 
with an emphasis on progressive imple-
mentation of regional and country-speci-
fic investment schemes. It integrates tech-
nical assistance at all levels: individual, 
regional, national, trans-national, inclu-
ding North-South dialogue, and the ex-
change of know-how and experience, 
mainly for project preparation activities 
(pre- investment phase) , to assure a 
sound project pipeline, investment finan-
cing, training and international coopera-
t ion /coord inat ion /cont ro l through the 
Mediterranean networks (1). 
( 1 (Mediterranean Networks (partly supported 
by METAP) inc lude: MED POL for marine 
pollution, MEDCITIES linking coastal cities with 
similar pollution problems, MEDPAN as a forum 
for national park managers, MEDNEA as a 
forum for national environmental ministries or 
agenc ies , M E D W A N for water-resources 
authorities and agencies, and MEDGEOBASE as 
a database for coastal zone planning using 
satellite scans. 
I N F O R M A T I O N ^^¡¡¡¡¡^ 
E U R O P E A N I N V E S T M E N T A N K 
jå 
■Ρ 
^ . .*Τ2Γ""?**ί" ■ Ί 
- Fx*Sj|WMM| 
ni??? . » Λ Λ Β Β / Μ IF." » 
An independent evaluation team act­
ing on behalf of the METAP partners 
has reviewed 2 7 schemes in 6 coun­
tries and conc luded recently that the 
METAP program is valued and desired 
by the countries concerned , for in­
c reas ing env i ronmenta l awareness 
and its catalytic and innovative role in 
stimulating appropr iate investment ac­
tivity. The new f inancial envelope for 
METAP III, to be decided at a Minis­
terial Conference later this year, is ex­
pected to be reinforced with stronger 
support from the EIB and the other 
donors. 
CONCRETE A N D SATISFACTORY 
RESULTS 
During the first two phases of METAP, 
nearly 100 technical assistance activi­
ties have been funded with a total of 
over ECU 23 million (USD 3 0 million) 
(2) in 21 Med i te r ranean countries. 
METAP funds supported capacity building 
and project preparation activities in the 
fields of integrated water resource ma­
nagement, solid and hazardous waste 
management, prevention and control of 
marine oil and chemical pol lut ion, as 
well as coastal zone management (in­
c lud ing b iodivers i ty) . Of this, near ly 
8 5 % geographical ly went to activities 
in countries on the southern and eastern 
rims of the Mediterranean. 
Environmental capaci ty bui ld ing, pro­
ject identification, and action planning 
(2) ECU 1 - USD 1.3 at 31 .1 2.1 9 9 5 
( 3 ) The U n i o n ' s c o - o p e r a t i o n w i t h t he 
M e d i t e r r a n e a n reg ion was g iven fresh impetus 
w i th the l a u n c h i n g in 1 9 9 2 of its R e d i r e c t e d 
Med i te r ranean Policy. The EIB is p lay ing a key 
part in implement ing the f inanc ia l co -opera t ion 
componen t of this po l i cy , wh i ch foresees ECU 
1.5 b i l l ion of EIB loans a l l oca ted b i la tera l ly to 
s p e c i f i c b e n e f i c i a r y s t a t e s u n d e r 5 - y e a r 
i n d i v i d u a l F i n a n c i a l P r o t o c o l s . Th is is 
supplemented by a g l o b a l "Hor i zon ta l " or "Of f -
P r o t o c o l " f a c i l i t y of ECU 1.8 b i l l i o n for the 
M e d i t e r r a n e a n as a w h o l e . The " H o r i z o n t a l " 
f a c i l i t y is a i m e d at f i n a n c i n g i n f r a s t r u c t u r e 
projects wi th a reg iona l d imension or interest, as 
wel l as projects to protect the environment, the 
latter a t t rac t ing a 3 % interest ra le subsidy on 
EIB l o a n s , f i n a n c e d out of E u r o p e a n U n i o n 
budge ta ry resources. 
activities financed by METAP have iden­
t i f i ed or c o n t r i b u t e d over ECU 1.1 
billion (USD 1.4 billion) to ongoing or 
planned investment in these countries. 
Through its donors, METAP can draw 
on or combine resources from various 
international and European Union envi­
ronmental programmes: the European 
Union's MEDSA (pre-investment costs) 
and LIFE (investment financing in the Eu­
ropean Union and other Mediterranean 
countries), ENVIREG (investment finan­
cing in the Union) and the "Horizontal 
Facility" (3) (countries outside the EU), 
as well as the G loba l Environment 
Facility (GEF), a multilateral fund, imple­
mented by the Wor ld Bank, the UNDP 
and the United Nat ions Environment 
Programme (UNEP), providing grants 
and concessional loans to developing 
countries mainly for biodiversity and 
international waters. 
The EIB and the W o r l d Bank w i l l 
continue acting as co-managers of the 
program to take responsibil ity for the 
execution of indiv idual activities on 
behalf of the METAP donors. 
It wi l l take more than a few years of 
technical assistance to counter the 
environmental impact of 5 0 0 0 years 
of human activity in the Medi ter ra­
nean Basin. METAP should therefore 
be seen as a co-ordinating mechanism 
for international partnership to reverse 
pollution-caused degradat ion and im­
prove environmental conditions for the 
benefit of peoples on all sides of the 
Medi terranean Sea. For the EIB, it has 
also served as an example for the de­
velopment of other regional initiatives, 
notably for similar programmes concer­
ning the Baltic, as wel l as the Oder , 
Elbe and Danube River basins. 
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Operations Evaluation at the EIB 
Operations evaluation has long 
been part of working procedures at the 
European Investment Bank for its opera­
tions outside the European Union, carried 
out partly Independently and partly in 
co­operation with the European Commis­
sion as stipulated in the Lomé Conven­
tions. The EIB has now decided to em­
bark on a new phase of ex­post evalua­
tion ¡I) to include operations within the 
Union, and an Evaluation Unit (EVJ has 
been set up for this purpose. 
EV'S TERMS OF REFERENCE 
The Operations Evaluation Unit's terms 
of reference were drawn up on the basis 
of the ElB's own experience and discus­
sions with other multinational or bilateral 
f inancing institutions active in ex­post 
work. Special attention was paid to the 
ElB's particular circumstances where the 
donor/recipient relationship, dominant 
in multilateral financing institutions prima­
rily concerned with developing coun­
tries, is replaced by a client/bank rela­
tionship in which the market is the 
driving force. 
EV conducts impartial ex­post analyses 
of projects f inanced by the EIB in the 
Member Countries of the European 
Union or outside the Union in order to : 
• improve ongoing and future opera­
tions in the light of past experience; 
• increase transparency in the conduct 
of EIB operations, in particular with 
reference to the Bank's contribution to 
implementing Union policies; 
• strengthen, in col laboration with the 
ElB's opera t iona l departments, the 
Bank's capacity for self­ evaluation. 
The Evaluation Unit will analyse a series 
of projects in relation to a sectoral the­
me, a statutory objective or a region, ac­
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approved by the ElB's management. In 
the course of these analyses, EV will 
also verify the efficiency of the El B's proced­
ures as well as of its lending policies. 
It wil l produce annual activity reports 
and publish ad hoc reports on some of 
the studies it carries out. Regarding these 
publications, the Bank will of course guar­
antee confidentiality vis­à­vis its clients 
and ensure that individual promoters are 
not identified. 
In collaboration with the Information and 
Communications Department (El / ln f ) , 
the new Unit will represent the EIB in in­
ternational fora where operations evalua­
tion methodologies and experiences are 
discussed. 
TEAM EVALUATION 
The eva lua t ion process rel ies on a 
team of EIB professionals. EV staff 
includes a technical adviser, a finan­
cial analyst, an economist, and three 
assistants. It is headed by Jean­Jacques 
Schul, an agricultural engineer by train­
ing, who led the ElB's technical advi­
(1) The term "evaluation" is synonymous with the 
term "ex­post eva lua t ion" used by other 
organisations. 
sets from 1990 to 1995. Before joining 
the European Investment Bank in 1978, 
Mr Schul had three years' experience 
in the Operat ions Evaluation Depart­
ment of the Wor ld Bank. As one of the 
ElB's senior staff, he wi l l ensure that 
the EV's findings are brought to bear in 
senior m a n a g e m e n t dec is ions . The 
other members of EV are Bernard 
Bélier (technical adviser), Peter Helger 
(financial analyst) and Flavia Palanza 
(economist). 
As the credibility of evaluations depends 
on their impartiality, EV staff are free to 
use their own judgement and express 
their own opinions. Such freedom will 
be guaranteed by EV's position within 
the EIB, as a Unit directly answerable 
to the President and to the Manage­
ment Committee. 
1996 WORK PROGRAMME 
Having already carried out a study 
on Sewage Treatment Plants, EV's 
first assignments for 1996 will concern 
the performance of the ElB's portfolio 
of telecommunications projects and the 
Bank's contribution to regional develop­
ment and European Union infrastructure 
through its financing of rail and road 
projects. 
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FIRST EV REPORT 
PERFORMANCE OF A SAMPLE OF N INE SEWAGE TREATMENT PLANTS 
IN EUROPEAN U N I O N MEMBER COUNTRIES 
The Operat ions Evaluation Unit's (EV's) first publication is based on an ad hoc study carried out on behalf of the Bank by an 
outside consultant. It is an evaluation of the technical, f inancial and environmental performance of nine Sewage Treatment Plants 
(STPs) in five European Union (EU) countries, which were financed during the per iod 1 9 8 5 - 1 9 9 3 . The conclusions are those of 
the outside consultant, complemented by EV comments where appropr iate. 
As shown in the table below, the consultants rated the nine STPs according to a 5-level scale: excellent (A); minor improvements 
possible (B); minor problems need attention (C); structural problems need attention in the long run (D); and, no data avai lable (na). 





























The breakdown of f inancial data was not sufficient to permit a full analysis of capital charges, overheads and revenues for each 
separate unit : promoters manage several plants and clients are charged according to the volume of clean water supplied while 
STP operat ing costs depend on the volume of waste water treated. However, the avai lable data indicate a general ly healthy 
situation among the STPs analysed (four public enterprises, four private, and one mixed), with costs slightly exceeding al located 
revenues in two plants only. This satisfactory financial performance confirms earlier findings in another EU country and suggests 
that the STPs evaluated largely respect the "polluter pays" principle. 
All the stations were shown to be making a significant contribution to pollution abatement. Environmental performance measured 
against appl icable EU and national standards was considered to be adequate bearing in mind that EU Waste Water Directive 
9 1 / 2 7 1 / E C wi l l come into force only after 3 1 sf December 1 9 9 8 . However, reduction in key pol lut ion factors is heavi ly 
dependent on the presence of secondary and tertiary treatment facilities, currently absent from two STPs constructed before the 
Directive was issued in 1 9 9 1 . In terms of sustainability, based on the plants' potential to meet future environmental standards for 
both waste water and sludge, a number of structural problems remain to be solved. 
The consultants completed their report with five key recommendations on EIB procedures : (a) the EIB should monitor more 
systematically STPs' performance; (b) it should actively promote exchange of technical information among STPs; (c) for projects 
involving several plants, more detailed accounting procedures would stimulate greater quality and efficiency; (d) the EIB should 
apply the "total solution concept" in which projects are defined to satisfy longer term needs; and (e) pre-audit questionnaires 
should be used systematically. Measures have been taken for the adoption of the last two recommendations; for the others, the 
EIB is considering action in the light of competing objectives. 
Full report is available on request from the ElB's Information and Communications Department-fax (+352) 43 79 31 89 
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The EIB at fairs 
and exhibitions in 1996 
I In keeping with the European Union 
institutions' commitment to transparency 
and openness, the European Investment 
Bank has w i d e n e d the scope of its 
information and communications policy, 
in part icular by increasing the use of 
e l e c t r o n i c m e d i a t e c h n o l o g y a n d 
the banking sector, economic operators 
in the public and private sectors, and the 
media. The Bank also aims to increase 
public awareness of the ElB's role and 
achievements furthering European Union 
p o l i c y o b j e c t i v e s . In the case of 
important European political events such 
Visit of the EIB Governor for Greece, Minister for National Economy, Yannos Papantoniou 
to the EIB stand at the Thessaloniki fair. 
i n tens i f y i ng in te r - i ns t i t u t i ona l co-
operat ion in the f ield of publ icat ions 
a n d p a r t i c i p a t i o n in fa i rs a n d 
exhibitions. The Bank also contributes 
to pub l i c d e b a t e on key European 
issues t h r o u g h o r g a n i s i n g the EIB 
Forum. The f i rs t EIB Forum in 
Amsterdam in M a y 1995 examined the 
role of the private sector in f inancing 
large infrastructure. The second, to be 
he ld on 2 4 - 2 5 O c t o b e r 1 9 9 6 in 
Mad r i d , wil l focus on the outlook for 
partnership in the Mediterranean. 
The EIB is increasingly present at major 
fairs, exhibitions and other media events 
which are of interest to the Bank. The 
ElB's objective is to establish and extend 
relations with reference groups such as 
as the European Council meetings, the 
ElB's o b j e c t i v e is to p r o v i d e an 
information and contact point for the 
journalists who regularly cover major 
European Union events or meetings. 
In 1 9 9 5 , the EIB a t t ended , among 
others, the City Transport '95 Exhibition 
in Paris, the International Trade Fair in 
Thessa lon i k i , the I n t e r n a t i o n a l 
Eng inee r i ng Fair in Brno , the 
International Fair in Bucharest and the 
European F inance C o n v e n t i o n in 
M a d r i d . The Bank has its o w n 
in format ion stand a n d , in add i t i on , 
participates with other European Union 
ins t i tu t ions in a l a r g e EU s tand , 




European Council Meeting, Turin 
1-7 April 
Rand Easter Show, Johannesburg 
15-21 April 
Flanders Technology, Ghent 
9 May 
La Journée de l'Europe, public event on the 
Kirchberg, Luxembourg, organised by the EU 
institutions based in Luxembourg 
21-22 June 
European Council Meeting, Florence 
7-1 ó September 
International Trade Fair, Thessaloniki 
24-26 September 
The European Market for Infrastructural 
Projects, Rotterdam 
22-25 October 
International Conference and Fair on 
Environmental Technology (UTEC), Vienna 
24-25 October 
EIB Forum 1996 on "The Mediterranean: 
Working in Partnership", Madrid 
6-7 December 
European Council Meeting, Dublin 
Visit of the European Commissioner, 
Franz Fischler, Innsbruck Autumn Fair. 
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1st Quarter of 1996: 
ECU 3.9 billion in loans 
ECU 
During the first quar ter of 1 9 9 6 , 
the EIB lent ECU 3 888 mill ion in all 
for projects furthering European pol icy 
objectives. 
With in the European Union, f inancing 
totalled ECU 2 5 5 4 million in individ­
ual loans made avai lable for relative­
ly large­scale cap i ta l schemes and 
ECU 1 2 7 7 mi l l ion in g l o b a l loans, 
concluded with banks and national or 
regional institutions, designed to pro­
mote small and medium­scale ventures. 
The EIB mounted opera t ions in nine 
Member Countries (Denmark, Sweden, 
Un i ted K i n g d o m , N e t h e r l a n d s , Bel­
g i u m , G e r m a n y , F rance , I ta ly a n d 
Spa in ) . In a d d i t i o n , it f i n a n c e d the 
launch by EUTELSAT of three television 
satellites and helped to strengthen infra­
structure in Iceland. 
In terms of sectoral breakdown, almost 
ECU 1.2 bil l ion centred on land­based 
t ranspor t : in the Uni ted K ingdom, 
sections of the trans­European road 
network l ink ing, on the one hand , 
Scotland and the North of England 
to London: A l (M) , near Peterbor­
ough, and the link road between the A l 
­ M l in Yorkshire; and connect ing, 
on the other, near Bristol, the M 4 
and M 5 motorways. In Denmark and 
in Sweden, the Bank continued to finan­
ce f ixed links across the Öresund (a 
pr ior i ty TEN) and the Great Belt, as 
well as modernisation of the Swedish 
rai lway system. In France, it advanced 
funds for extension of the Mediterra­
nean TGV line towards Marseilles and 
Nîmes, part of the European outline or 
master p lan for the high­speed train 
network. 
In the energy sector, lending centred 
on a new submarine gasline conveying 
North Sea natural gas from the United 
Kingdom to Belgium plus electricity 
generating and transmission facilities. 
Sewerage and wastewater treatment 
and disposal, solid waste processing, 
urban development and urban trans­
port schemes at t racted further f inan­
cing, primari ly in Germany (ECU 310 
mil l ion, including close on ECU 133 
million in the form of global loan alloca­
tions). 
Finally, the bulk of lending in industry 
and the service sector went in favour 
Sectoral breakdown of financing 









management — ' 
and other 
of more than 2 0 0 SMEs and a network 
of mail distribution centres. 
In the course of its continued support 
for capital investment meeting the EU's 
po l i cy ob jec t ives , the EIB remained 
part icularly alert to the importance of 
schemes helping to develop the less­
favoured regions; as well as providing 
assistance totall ing ECU 1 3 0 0 million 
under this head ing , it fo rged ahead 
with appra isa l of a large number of 
projects, especially in those areas tar­
geted for Communi ty suppor t under 
the Structural Funds. 
Outside the European Union, the Bank 
advanced ECU 57 million in al l : ECU 
45 mil l ion in Argent ina for the MER­
COSUR road network; ECU 10 million 
in Lithuania for natural gas transmis­
sion and supply; and ECU 2 million in 
Zambia via g lobal loans. 
Below are the ECU values in nation­
al currencies, a.s at 3 1 March 
1 996; these rates are applied for 
the first quarter of 1996 in prepar­
ing financial statements and opera­
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